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SUBJECT: HAWK MISSILES-U.S. CONTRACTOR EXEMPTIONS 
REF: AMMAN 6953 

1. SUMMARY: THE PURPOSE OF THIS MESSAGE IS TO DISCUSS THE LEGAL 
QUESTION OF TAX- AND DUTY-EXEMPT STATUS OF 

PRIVATE U.S. COMPANIES AND THEIR PERSONNEL WHICH WILL BE 
ASSOCIATED WITH AIR DEFENSE PROGRAM AND OTHER DOD PROJECTS. 

WE ANTICIPATE THESE QUESTIONS WILL CERTAINLY ARISE IN 
CONNECTION WITH IMPLEMENTATION OF HAWK MISSILE PROGRAM 
AND WE WISH TO BE SURE OF OUR LEGAL GROUND BEFOREHAND. 

WE RECOMMEND THREE OPTIONS FOR APPLYING TAX AND DUTY 

EXEMPTION THROUGH BLANKET ARRANGEMENTS WITH GOJ (ALREADY 

AVAILABLE TO USAID CONTRACTORS THROUGH 1957 US-GOJ 

BILATERAL ASSISTANCE AGREEMENT ) TO U.S. PRIVATE CONTRACTORS 

AND PERSONNEL UNDER FUTURE MILITARY ASSISTANCE PROJECT. END SUMMARY. 

2. BACKGROUND: JORDANIANS ARE EMBARKING ON EXTREMELY 
COMPLEX NEGOTIATIONS WITH A) SAUDI ARABIA, TO DETERMINE 
FINANCING FOR TOTAL AIR DEFENSE PACKAGE (REFTEL); AND B) 

(PROBABLY WITH USG AS INTERMEDIARY IN FMS CASE) 

WITH U.S. PRIVATE CONTRACTORS TO DETERMINE COST OF THEIR 
SERVICES, WHILE THERE IS CONSIDERABLE UNCERTAINTY OVER 
JORDANIAN AND SAUDI POSITIONS ON ISSUE OF TAX-EXEMPT 
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STATUS OF CONTRACTORS AND THEIR PERSONNEL, WE BELIEVE IT 
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LIKELY THAT THE SAUDIS (AND THEREFORE PROBABLY THE IORDANIANS) 
WILL WISH TO KEEP THE COST OF THE AIR DEFENSE PACKAGE TO 
LOWEST POSSIBLE LEVEL AND THAT THEY WOULD THEREFORE BE 
WILLING TO EXEMPT CONTRACTORS AND THEIR PERSONNEL FROM 
TAXES AND DUTIES, IF THAT WOULD SIGNIFICANTLY REDUCE THE 
CONTRACTOR'S PRICES HERE (WHICH WE ASSUME WOULD BE THE 
CASE). 

3. WE ALSO HAVE ANOTHER INTEREST IN ARRANGING TAX-EXEMPT 
STATUS FOR U.S. MILITARY AND PERSONNEL CONTRACTS SINCE 
THIS WOULD GIVE SAME STATUS AS CURRENTLY ENIOYED BY 
USAID PRIVATE CONTRACTORS AND PERSONNEL AND THEREBY 
PROMOTE GENERAL COMMUNITY HARMONY AND PROVIDE FOR A 
SIMPLER ARRANGEMENT. UNDER TERMS OF JORDANIAN-USG 
ECONOMIC TECHNICAL AND RELATED ASSISTANCE AGREEMENT 
(TIAS 3870) ENTERED INTO FORCE JULY 1, 1957, THE GOJ 

IN PARA 7 AND 8A AND B GRANTED TAX-AND CUSTOMS-FREE 
STATUS NOT ONLY TO OFFICIAL USG EMPLOYEES BUT ALSO 
GENERALLY TO US PRIVATE CONTRACOTRS AND THEIR PERSONNEL 
"WHO ARE PRESENT IN JORDAN TO PERFORM WORK IN CONNECTION 
HEREWITH..." HERETOFORE, ONLY PRIVATE CONTRACTORS AND 
THEIR PERSONNEL ON USAID PROJECTS HAVE TAKEN ADVANTAGE 
OF TAX-EXEMPT STATUS PROVISIONS UNDER THIS AGREEMENT. 

IN THE INTEREST OF UNIFORM TREATMENT FOR ALL U.S. CON- 
TRACTORS UNDER USG ASSISTANCE PROGRAMS, WE WOULD LIKE 
IF AT ALL POSSIBLE TO EXTEND THESE SAME PRIVILEGES TO 
PRIVATE DOD CONTRACOTS WHO NOW FOR THE FIRST TIME ARE 
ABOUT TO ESTABLISH PRESENCE IN JORDAN. TO OUR KNOWLEDGE 
THIS QUESTION HAS NOT COME UP PREVIOUSLY SINCE THERE HAS 
BEEN UNTIL NOW NO PRIVATE U.S. CONTRACTORS OPERATING ON 
DOD PROGRAMS HERE. 

4. THE ISSUE. IN THIS CONNECTION THERE IS ONE LEGAL 
PROBLEM ON WHICH WE WISH TO REQUEST DEPARTMENT'S 
ASSISTANCE. IT RELATES TO THE AB O VEMENTIONED U.S.-JORDANIAN 
ECONOMIC, TECHNICAL AND RELATED AGREEMENT (HEREAFTER 
TIAS 3870). IN BRIEF, WE WONDER IF THE NEGOTIATING 

HISTORY WILL ALLOW US TO MAKE A SUPPORTABLE CLAIM TO 
GOJ THAT ITS EXEMPTION PROVISIONS ALSO APPLY TO U.S. 

PRIVATE CONTRACTORS AND THEIR PERSONNEL PERFORMING WORK 
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ON PROJECTS FINANCED BY MAP, FMS CREDIT AND, IN INSTANCE 
OF AIR DEFENSE, FMS CASH ARRANGEMENTS IN JORDAN. ALL 
FILES HERE DESTROYED IN OCTOBER 1973. 

5. WE SUSPECT THAT PROVISIONS OF TIAS 3870 PROBABLY DO NOT 
APPLY TO MILITARY ASSISTANCE AS WELL AS ECONOMIC ASSISTANCE 
CONTRACTORS. HOWEVER THERE MAY BE PRESUMPTIONS TO THE 
CONTRARY. FIRST, WE NOTE THAT CLASSIFIED (SECRET) U.S.- 
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JORDANIAN MILITARY ASSISTANCE AGREEMENT WAS SIGNED BY 
JORDANIAN PRIME MINISTER ON JUNE 27, 1957, THE SAME DAY 
HE SIGNED TIAS 3870. WE NOTE THAT IT CONTAINS NO 
REFERENCE TO ANY PRIVILIGES OR EXEMPTIONS FOR EITHER OFFICIAL 
OR PRIVATE U.S. PERSONNEL INVOLVED IN MILITARY ASSISTANCE 
PROGRAM. SINCE OFFICIAL U.S. MILITARY ASSISTANCE PERSONNEL 
HAVE BEEN ACCORDED PRIVILEGES SIMILAR TO USAID PERSONNEL 
WITHOUT TO OUR KNOWLEDGE ANY OTHER WRITTEN DOCUMENT, WE 
PRESUME THAT TIAS 3870 MAY HAVE BEEN MEANT TO APPLY NOT 
ONLY TO SUCH MILITARY PERSONNEL BUT ALSO BY ANALOGY TO 
PRIVATE U.S. CONTRACTORS AND THEIR PERSONNEL WORKING ON 
MILITARY PROGRAMS. THE CIRCUMSTANTIAL ARGUMENT IS 
PERHAPS STRENGTHENED BY FACT THAT TIAS 3870 IS ENTITLED 

NOTE BY OC/T: DISSEMINATION COORDINATED WITH S/S-O, MR. MACK 
10/22/75. 
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"ECONOMIC, TECHNICAL AND RELATED ASSISTANCE AGREEMENT." 
TERM "RELATED" LEADS US TO PRESUMPTION THAT "RELATED" 

MAY BE INTENDED TO PROVIDE LINKAGE BETWEEN UNCLASSIFIED 
AGREEMENT AND THE SECRET MILITARY ASSISTANCE AGREEMENT, 
AND THUS PROVIDE SAME EXEMPTIONS TO MILITARY ASSISTANCE 
ELEMENTS AS WERE PROVIDED TO ECONOMIC ASSISTANCE ELEMENTS. 
WE WOULD BE GRATEFUL HOWEVER FOR FUTHER INFORMATION. 

6 ACTION REQUESTED: BECAUSE OUR FILES ARE INCOM 
PLETE, WE REQUEST DEPARTMENT RESEARCH THE RECORD PARTICU- 
LARLY DURING THE 1957 PERIOD TO DETERMINE WHETHER WE HAVE 
LEGAL BASIS FOR CLAIMING EXTENSION OF EXEMPTIONS OF PARA 
8A AND B OF TIAS 3870 TO U.S. PRIVATE CONTRACTORS AND 
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PERSONNEL WORKING ON MAP AND FMS CASH AND CREDIT PROGRAMS. (IN 
ADDITION TO DOD GENERAL COUNSEL, SUGGEST DEPT ALSO CHECK WITH AID 
GENERAL COUNSEL OFFICE WHO WERE INVOLVED IN 1957 NEGOTIATIONS). 

7. IF TIAS 3870 IS FOUND TO APPLY TO ABOVE MILITARY 
ASSISTANCE ELEMENTS WE ALSO DESIRE TO KNOW DEPARTMENT’S 
POSITION AS TO WHETHER IT WOULD APPLY TO THE CONTRACTUAL 
ARRANGEMENTS WITH PRIVATE U.S. FIRMS WHICH WE ENVISAGE FOR 
AIR DEFENSE SYSTEM. TIAS 3870 LIMITS ACTIVITIES TO THOSE 
"FINANCED BY THE USG," WHEREAS AIR DEFENSE SYSTEM IS TO 
BE FINANCED BY SAUDI ARABIAN GOVERNMENT, ALBEIT UNDER AN 
FMS CASH LOAN.IN BROADEST SENSE OF COURSE. FMS CASH AS 
WELL AS FMS CREDIT AND MAP ARE COVERED UNDER 
FOREIGN ASSISTANCE ACT AND IN THAT SENSE MAY BE CONSIDERED 
"MILITARY ASSISTANCE" AND HENCE "RELATED" ASSISTANCE. 
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8. OPTIONS: PARTLY DEPENDENT ON DEPARTMENT'S ANSWERS 
TO ABOVE LEGAL ISSUE, WE SEE FOLLOWING OPTIONS CONCERNING 
OUR ATTEMPT TO SECURE RELEVANT EXEMPTIONS FOR AIR DEFENSE 
CONTRACTORS AND PERSONNEL: OPTIONA) EXCHANGE OF NOTES 
WITH GOJ, CITING ANY PAST RELEVANT AGREEMENTS DEPARTMENT 
MAY UNCOVER WHICH AT PRESENT ACCORD TIAS 3870-TYPE 
PRIVILEGES TO U.S. MILITARY CONTRACTORS AND PERSONNEL, AND 
SPECIFICALLY CITING FOLLOWING LANGUAGE IN PARA 8A AND B OF 
THAT AGREEMENT IN SUCH AN EXCHANGE, VIZ- 
QTE A) ANY SUPPLIES, MATERIALS.EQUIPMENT OR FUNDS 
INTRODUCED INTO OR ACQUIRED IN JORDAN BY THE GOVERNMENT 
OF THE UNITED STATES OR ANY CONTRACTOR FINANCED BY THAT 
GOVERNMENT, FOR PUROPSES OF ANY PROGRAM OR PROJECT CON- 
DUCTED PURSUANT TO THIS AGREEMENT (EXCHANGE OF NOTES) 

SHALL, WHILE SUCH SUPPLIES, MATERIALS, EQUIPMENT OR 
FUNDS ARE USED IN CONNECTION WITH SUCH A PROGRAM OR 
PROJECT, BE EXEMPT FROM ANY TAXES ON OWNERSHIP OR USE 
OF PROPERTY, AND ANY OTHER TAXES, INVESTMENT OR DEPOSIT 
REQUIREMENTS AND CURRENCY CONTROLS IN JORDAN; AND THE 
IMPORT, EXPORT, PURCHASE, USE OR DISPOSITION OF ANY SUCH 
SUPPLIES, MATERIALS, EQUIPMENT OR FUNDS IN CONNECTION 
WITH SUCH A PROGRAM OR PROJECT SHALL BE EXEMPT FROM 
ANY TARIFFS, CUSTOMS DUTIES, IMPORT AND EXPORT TAXES, 

TAXES ON PURCHASE OR DISPOSITION OR PROPERTY, AND ANY 
OTHER TAXES OR SIMILAR CHARGES IN JORDAN. 

B) ALL PERSONNEL, EXCEPT CITIZENS AND PERMANENT RESIDENTS 
OF JORDAN, WHETHER EMPLOYEES OF THE GOVERNMENT OF THE UNITED 
STATES OR INDIVIDUALS AND EMPOLYEES OF PUBLIC OR PRIVATE 
ORGANIZATIONS UNDER CONTRACT WITH THE GOVERNMENT OF THE 
HASHEMITE KINGDOM OF JORDAN OR ITS AGENCIES, WHO ARE PRESENT 
IN JORDAN TO PERFORM WORK IN CONNECTION HEREWITH AND WHOSE 
ENTRANCE INTO THE COUNTRY HAS BEEN APPROVED BY THE GOVERN- 
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MENT OF THE HASHEMITE KINGDOM OF JORDAN SHALL BE 
EXEMPT FROM INCOME AND SOCIAL SECURITY TAXES LEVIED UNDER 
THE LAWS OF JORDAN WITH RESPECT TO INCOME UPON WHICH THEY 
ARE OBLIGATED TO PAY INCOME OR SOCIAL SECURITY TAXES TO THE 
GOVERNMENT OF THE UNITED STATES ,AND FROM TAXES ON PURCHASE, 

OWNERSHIP, USE OR DISPOSITION OF PERSONNEL AND MEMBERS OF 
THEIR FAMILIES SHALL RECEIVE THE SAME TREATMENT WITH 
RESPECT TO THE PAYMENT OF CUSTOMS AND IMPORT AND EXPORT 
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DUTIES ON PERSONAL EFFECTS, EQUIPMENT AND SUPPLIES IMPORTED 
INTO JORDAN FOR THEIR OWN USE, AS IS ACCORDED BY THE 

NOTE BY OC/T: DISSEMINATION COORDINATED WITH S/S-O, MR. MACK, 10/22/75. 
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GOVERNMENT OF THE HASHEMITE KINGDOM OF JORDAN TO DIPLOMATIC 
PERSONNEL OF THE AMERICAN EMBASSY IN JORDAN. END QTE 
OPTION B) IF DEPARTMENT DOES NOT CONCUR IN THE 
FINDING OF THE RELEVANCE OF TIAS 3870 AND, IN ABSENCE OF 
ANY EXPLICIT AGREEMENT GIVING TIAS PRIVILEGES TO MILITARY 
ASSISTANCE ELEMENTS, WE RECOMMEND EXCHANGE OF NOTES WITH 
GOJ. APPLYING EXACT PROVISIONS PARAS 8 A AND B TO U.S. PRIVATE 
CONTRACTORS AND PERSONNEL BUT WITHOUT CITING LINKAGE TO 
TIAS 3870. AS UNDER OPTION A AND C, ANY AND ALL FMS LETTERS 
OF OFFER INVOLVING U.S. CONTRACTORS WOULD BE 
ALSO INCLUDE LANGUAGE INDICATING CONTRACTORS WOULD BE 
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ENTITLED TO BENEFIT FROM THESE PROVISIONS. 

OPTION C) WITHOUT CONCLUDING US-GOJ AGREEMENTS 
MENTIONED IN OPTIONS A AND B. MERELY INCLUDE PROVISIONS 
OF PARA 8A AND B IN ANY AND ALL FMS LETTER OF OFFER 
INVOLVING PERTINENT U.S. PRIVATE CONTRACTORS AND THEIR 
PERSONNEL. OBVIOUSLY UNDER ALL OPTIONS ABOVE. ALL RELEVANT 
US OR GOJ CONTRACTS WITH U.S. FIRMS WOULD ALSO INCLUDE 
LANGUAGE FROM PARAS 8A AND B IN TIAS 3870; WE WOULD HOWEVER 
HAVE TO HAVE PRIOR GOJ APPROVAL IN EACH INSTANCE BEFORE DOD 
CONCLUDED AGREEMENT WITH THE CONTRACTOR. (THIS ALTER- 
NATIVE PRESENTED IN OPTION C IS MORE CUMBERSOME THAN A BLANKET 
ARRANGEMENT NOTED IN OPTION B ABOVE AND MORE DIFFICULT TO ADMINISTER). 



9. RECOMMENDATION: WE ARE INCLINED TO FAVOR OPTION 

A OR B IF THEY ARE FOUND LEGALLY VALID, AND IF THEY COULD 
BE WORKED OUT WITH GOJ WITHOUT PROTRACTED NEGOTIATIONS. 
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THE LAST THING WE WANT IS TIME-CONSUMING LEGAL HASSLE 
OVER RELATIVELY MINOR ISSUE HERE. WE ALSO ASSUME 
AGREEMENT OUTLINED IN OPTIONS A AND B BY EXCHANGE OF 
NOTES WOULD REQUIRE PUBLISHING IN TIAS WHICH GOJ MAY 
OR MAY NOT FIND ACCEPTABLE. WE WOULD APPRECIATE DEPART- 
MENT'S VIEW ON THIS QUESTION ALSO. 

10. OUR OBJECTIVE IN ABOVE APPROACHES IS TO INSURE BLANKET 
GOJ APPROVAL FOR EXEMPT STATUS OF U.S. PRIVATE CONTRACTORS 
AND PERSONNEL, WITHOUT, HOWEVER, HAVING EMBASSY AMD MAP 
ASSUME LARGE BURDEN OF ADMINISTERING THEIR TAX EXEMPT 
STATUS ON A DAY-TO-DAY BASIS. WE WOULD THEREFORE BE 
PREPARED 1) TO SET FRAMEWORK FOR EXEMPTIONS UNDER US-GOJ 
ARRANGEMENTS DESCRIBED IN ALL THREE OPTIONS ABOVE, 2) TO 
INFORM U.S. FIRMS OF EXISTENCE OF THOSE ARRANGEMENTS, AND 
3) WHEN NECESSARY, TO PROVIDE APPROPRIATE DIPLOMATIC 
SUPPORT TO CONTRACTORS REGARDING CONTINUING GOJ IMPLEMEN- 
TATION OF THE PROVISIONS. HOWEVER, WE WOULD LEAVE TO 
CONTRACTOR AND GOJ TO WORK OUT ADMINISTRATIVE ARRANGE- 
MENTS FOR IMPLEMENTING EXEMPTION PROVISIONS, IN ORDER TO 
MINIMIZE OUR ADMINISTRATIVE INVOLVEMENT. 

1 1 . WE RECOGNIZE THAT RESOLUTION OF MANY QUESTIONS POSED 
IN THIS MESSAGE WILL BE DEPENDENT ON EVOLVING NEGOTIATIONS 
BETWEEN GOJ AND SAG AS WELL AS BETWEEN GOJ AND CONTRACTORS. 
NEVERTHELESS, WE NEED AT A MINIMUM DEPARTMENT'S RESPONSE 
TO LEGAL ISSUES POSED ABOVE AND ITS COMMENTS ON FEASIBILITY 
ANY OTHER POSSIBLE OPTIONS AS A NECESSARY PRELIMINARY 

STEP. 

PICKERING 
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